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Letter from the Administrator

The Bonneville Power Administration invites you to participate in theBP-22 Integrated Program
Review (IPR). Your input willhelp inform our decisions to setcapital and expense spending levels
for the next rate period, covering fiscal years 2022 and 2023.

Customerengagement in past IPRs has played an important role irPB8 €ntinued focus on
controlling costs andkeepingrates on a sustainable trajectory. We remain committed to this path
and look forward to your continued involvement.

We recognize that the COVI9 pandemic has created uncertainty for our customerghis IPR will
serve as a baseline of costs fahe BP-22 rates,though BPAacknowledges the need to remain
flexible and adaptable to he changing conditions, which may warrant revisitingsome ofthese
proposed spending levels in an IPR in the early part of 2021. Even if the outlook improves, an
IPR-2 may still be warranted to factor in any impactshat may arise relatedto the ColumbiaRiver
System Operatiors (CRSO) review.

After discussing these challenges with customers and considering our options for providing rate
relief, BPA is proposingto suspend its Financial Reserves Policy Surcharge (FRP Surcharge) for the
remainder of the curent rate period by initiating an expedited rate proceeding in June, conducted
under Section 7(i) of the Northwest Power Act.In addition, we can take immediate advantage of
contractual flexibilities and provide support through extended payment agreemeist which are
available to power and transmission customers on a cadey-case basisWe will continue to assess
the flexibilities BPAcan extend to customers to help alleviate the economic challergyand are
committed to working together in these unprecedeted times.

Given the current circumstances, we believe it is as important as ever for BPAid#e a pragmatic
approach to programspendinglevels consistent with trustworthy steward ship and maintaining
collaborative relationships. We will seek teensure" 0 ! I6n@term financial strength by remaining
anchoredon the financial objectives laid out in our strategic and financial plaawhile being
responsive to immediate short term needs

The program spending levels we are proposinm this IPRare consistert with the 2018-2023
Strategic Planobjective of holding the sum of program costs, by business lirat, or below the rate
of inflation through 2028. For the FY 20222023 rate period, we are proposingto absorb
approximately $63 million annually in inflation. We are keepindPR costs flafor Power Services
and keepingthe increase in costs foif ransmission Servicesat the rate of inflation to ensure
tolerable funding levels necessaryto support safety, compliance, reliability and market
transformation activities.

It has been very challenging t&eep program cost increaseshelow the rate ofinflation over the past
few yearswhile continuing to maintain reliability and the same quality of serviceEl O " 0! 8 O
products and services Doing so once again demonstiigs how far we have come in our effort to
strengthen our financial planning and analysis capabilitieRRather than using costs from the
previous rate period as a starting point, we used an integrated financial planning model as a
planning platform that provides a common lens in which to view the impacts of key strategic
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statutory obligations and authorities, financial policies and established practices, and our fineial
health objectivesz producing IPR expense and capital limits that guided the development of our
proposed spending levels. Adhering to these limits has required a sustained and continued focus on
cost management and led us to make difficult tradeffs that are highlighted throughoutthis

document. The key areaof upward cost pressureare hourly and salariedwage inflation and
Information Technology investments

One significant change in this IPR is thategration of program plans. These are esigned to provide

a management framework to better align costs and priorities with agency goatsd help drive
strategic use of limited budgetary resoures. This IPR serves as a transitional phase to the program
plan construct, with change management in procss across BPA to realize full maturity over time.

I hope you will join us for thevirtual IPRkickoff on June 15when we will begin apublic dialogue to
establishadequate funding levels for our priorities discuss tradeoffs and balancerisks to our
strategy execution This meetingwill initiate a 30-day public comment period on our proposed
spending levels. More information, including meeting details and presentation materials, will be

>\

bl OOAA 11 "0!860 xAAOEOAS

Thank you for your engagement and suppolh O x A x1 OE O1T CAOEAO O OOOO0OAEI
i £/ OEA OACEIT 180 AATTTI EA POl OPAOEOU AT A AT OGEOITIA
Sincerely,

C;J\M/\MW

Elliot E. Mainzer
Administrator and CEO
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1 Introduction

The Integrated Program Review (IPR) occurs every two yearbefore each rate case, givingterested

parties an opportunity OT OAOEAx AT A AT T AT O 11 "ommedRDOI BT O
integrates both longterm capital forecasts and nearterm program spending levels for the next rate

period into one forum. The final spending levels will serve as a foundation for developirthe power

and transmission rates for the next rate period, fiscal yearg-Y) 2022 and 2023.

This IPRproposalis guided by" 0 ! ddbr@mitment to the objectives of its 20182023 Strategic Plan,

and the proposed spending levels balance the agencies priorities, cost commitments, and internal
competitiveness targets Because these spending leveisform the power and transmission rates,

BPAS O AEOOO bDOEIledidnglevElOareOD £AEAEABAROOET A OAAOT T AAT A
priorities several years into the future.Future cost uncertainty is a factor in establishingsufficient

and reasonable spendig levels becauseof this gap intime between when spending levels are
established in the IPR and when BPA actually operates the businessisistent with those spending

levels. This also provides BPA with the ability through time to further align the work of the
organization to make the best use of these budgetary resources at the time they are needed.

BPA also acknowledges the necessity of being adaptable in this time of economic uncertainty
resulting from the COVIB19 pandemic These proposed spending évels are a baseline of
expectations BPA will continue to monitor the impacts of COVHD9, and mayconduct an IPR2 in
early 2021 to revisit the impacted areas.

BPAincorporated the program plan framework into this IPR. Operating plans and program plan
provide a two-year comprehensive and integrated view of the business, workforce and finaadi
performance of each program.Power and Transmissioneach have aroperating plan that organizes
all of the activities necessary to run the businesito programs thatcan bemapped to thestrategic
plan. Enterprise Services which combines the Chief Administrative Office and Corporate
organizations, and Environment, Fish & Wildlifealso each have a programlpgn z and these programs
are mapped tothe Power and Transmission Operating Planincreasing cost transparencyalignment
and prioritization to the strategic goals.
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Figurel Program Plan framework

1.1 IPR Scope

"0! 830 PIxAO AT A OOAT/AOEXNEHGE OROMR GO xEHAO
products, services, and prograra for FY 2022 and FY 2023The expense and capital spending levels
determined in the IPR process are just one component of costs and factors used in setting ratdk.
other costs considered in the ratesetting process are out of the scope dhe IPR. The figure below
outlines all assumptions and inputs that will be considered in the ratesetting process

Resources

&

m G’

Other rate
case modeling
assumptions

IPRspending  Capital Loads
levels spending
levels
il } ‘ o=
) Risk
Market prices  mitigation  Repayment
Figure2 Rates
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Program estimates are provided for the following in the IPR Publicain, but are not described in
detail during the process:

Long-term contract generating projects

Settlement payments, such as Residential exchange program
Transmissionacquisitions and ancillary services
Reimbursableprojects

= =4 =4 =4

Proposedspending levels reflect' 0! § 0 AOOOAT O AOOEI AOGA 1T &£ EOCO AT 0O«
budget decisions made in the budgetary process proposed by the executive branch. Ratherlie
costsare part of the costs to be recovered imates for power and transmission.
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2 Spending Level Development

Development of the poposed capital spending levels were informed by longeterm Strategic Asset
Management Plans (SAMPSs) that guide prioritization of spending for the portfolio of assets, and
short-term, tactical asset plans that d&il specific investments to be made each fiscal year.
Development of the poposed expense spendintgvelsare AT T OE OO AT (ntegr&ed Enaricial! 6 O
planning model and" 0 ! siraegic plan objectives.

2.1 Expense Spending Level Development

Executivesled this IPRspending level developmentfrom the beginning, with the strategic plan goal

of keeping spending levelsit or below inflation and with a view toward our rate competitiveness and
long-term financial outlook. Spending levels were also considered in the context of the overall
revenue requirementwith our integrated financial planning model, allowing BPA to step away from
pure cost cutting measures and take a holistic approach to business decisions made in this process.
Within these constraints, eecutives evaluated and prioritiz ed the cost of serviceswithin each
program against the value provide OT " 0! 6§ O O O O ACohlgnEdwith tide prdgkad i O
framework, this approach to spending level development is an improvement to oucost

managenent capability, as it suppors AT OO0 AAOAOI ET AGET 1T ET OEA Ail OA@cC

and the entire financial picture.

4EA OOAOOET C AOOGOI POEIT xAO A O )02 AT OO0 O OAI AF

plan and the approachor the last IPR.Executivesconductedprioritization and trade -off discussions

about costs thatcould be reduced or eliminatedand significant risks posed. Through this process,

the agency prioritized funding for two areas: Grid Modernization and Infanation Technology. Grid
Modernization directly supports modernizing the federal power and transmission system operations

and supporting technology in support of our strategic plan.Maintaining) T £ Oi AOET 1T 4 AAE
spending level consistent with BR20 presented significant risks, andincreasesare required to

maintain current operations while meeting the basic needs of the organizatiorThese are discussed

in each program plan section of this document, and provide customers and stakeholders
transparency into the internal deliberations conducted to arrive at these proposed funding levels.

This IPR proposal includes an undistributed reduction totaling $13.5 million. This targeted reduction
serves as the goal for a new initiative to instill long term stictural cost reductions. An executive led
team has benformed within BPA with a charter to determine the appropriate actions to resolve the
$13.5million reduction with a focus on sustaining these reductions over many years. In contrast to
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many cost redwing measures that are short term in nature, this initiative turns the focus to
structural, longer term cost impacts. The reductions need to be identified and implemented so that
the savings are realized in fiscal years 2022 and 2023PBwill report out o n progress periodically.

For this initial IPR, the expense spending levels are showin the table below for Power and
Transmission and describe the proposed change in expense spending levels from the-B® rate
period showing no increase for Powerand an average annualincrease of $247 million for
Transmission.

These proposed spending levels are65.7 million below inflation per year for Power, and right at
inflation per year for Transmission

Tablel Initial IPR expense

- Average BP-20  Average BP-
SmliEn ) Rate Case 22 Inital IPR  Delt@
Power 1,298.8 1,298.8 (0.0)
Transmission 489.8 514.5 24.7
Total 1,788.6 1,813.3 24.7

The figurebelowOET xO "0! 60 )02 bDHOI COAIi AT OO OOAEAAOGI OU 160
BP-22. Since it issued the 2018023 Strategic Plan, BPA has demonstrated a commitment to cost

discipline by holding program costs significantly below inflation.This also OET x 0 xEAOA " 0!
program costs would be if agency costisad increased at theate of inflation.

Bending the cost curve
Average annual program costs in billions of dollars
$2.258

1o
G $2.008

Strategic Plan 2018 - 2023 %

$1.758
$1.508
$1.258

$1.008
BP-08 BP-10 BP-12 BP-14 BP-16 BP-18 BP-20 BP-22
IPR Proposed

Rate period average annual budget BP-18 average annual budget with inflation

Figure3 Bending the cost curve
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2.2 Capital Spending Level Development

The Federal Columbia River Power SystemFCRP3¥ portfolio of assets provides power and
transmission products and servicego ldaho, Oregon, Washington, wetern Montana and small parts
of eastern Montana, California, Nevada, Utah and Wyoming includes 31 federal hydroelectric
plants with over 200 generating units, 15,000 circuit miles of highvoltage transmission lines,
approximately 300 substations, andhe facilities, fleet, security and IT assets to support them.

In addition, BPA funds the capital andperation and mantenance (O&M) of the Columbia Generating
Station, a 1207 MW nuclear generation plant and funds capital for Fish and Wildlife habitat
protection for tributary passage, fish hatcheries, conservation land acquisitions and improvements
at federal dams.

In all, BPAprovides nearly a third of the power generated in theNorthwest and about 75% of the
high voltage transmission A robust assetmanagementstrategy and plan for deployment of capital
is essential." 0 ! a&9@ts vary in age, typand geographic location BPA makesnvestment decisions
that are prioritized based on assetriticality to maintain reliability and support other mission,
strategic and financial plan objectives These key factors and others are considered in determining
which capital projects toexecute over theFY 20222023 rate period.

2.2.1 General Spending Level Development

" 0 | drabegic plan includes agoalto modernize assets and system operationsith an objective of
administering an industry-leading asset management prograpgx EEAE EO AOOAT OEAI OI ¢
long-term financial strength.

To support this goal, BPA has adopted industreading asset management prdices that guide

spending level development and asset management decisions across #igency. Central to this goal

EO O 1 1TOA AITOAT U ATECT "0!8680 AOOAO 1 AT ACAiI AT O b«
is an internationally recognized standard dr life-cycle asset management.

BPA has provided substantial training to over 100 employees and certified a large majority of them

over the past several years, ,tAAOECT AA AT I PITAT OO T &£ "0180 AADE
significantly improved its capabiity to analyze individual capital projects and portfolios of capital

work, all with an aim to better align to industry leading standards. Alignment across BPA allovier

life-cycle economic and riskc T &£l Of AA AOOAO AAAEOEI 1T Ot datAgorie®O Al I
federal hydro, transmission, facilities, fleet, information technology, and fish and wildlife.

While each of these asset categories is at a different level of maturity in adopting tmstitute of Asset
Management(IAM) framework, BPA is conmitted to this continuous improvement process in order
to make the bestapital allocation decisionsET OOPDBT OO0 T £ "0!1 860 1 EOOETT 1Al
blocks necessary to achieve that alignment are development of longErm Strategic Asset
Managenent Plans (SAMPS) that guide prioritization of spending for the portfolio of assets, and
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short-term, tactical, asset plans that detail specific investments to be made each fiscal year in
alignment with the long-term SAMPs." 0! § O 3! - 00 C O kebthentsbl® O AADEOAI EI

T U AAOOOAT AET ¢ 100 AOOAOOS AOEOEAAI EOUR EAAI OEN
9 Establishing risk-based asset performance objectives such as lost generation and reliability
using leading analytical methods to prioritize capital investments and maintenance activés

to achieve the highestrisk informed benefit.

During FY 2020 BPA completed SAMPs for six categoriefefleral hydro, transmission, IT,fleet,
facilities, and fish and wildlife) that informed the spending levels for this IPR. This analysis
underwent significant planning and prioritization following the 1ISO 55000 framework BPA® largest
asset categoriesfederalhydro and transmission, have spent several years refining their planning and
prioritization processes to work toward overcoming several challemges, including aging
infrastructure and resource constraints to execute the planned amount of capital work. TeeSAMPs
provide roadmaps for managing the health, performance, costs and risks of tlassets owned or
leased by BPA.

The Federal Hydro programdevelops capital investment forecastdor the SAMPby calculating the
optimal time to replace equipment such that asset lifeycle costs (risk, opportunity and replacement
costs) are minimized. This optimal scenario sets the baseline to which other scenasiare compared.
Various levels of capital investmentare modeledto determine the incremental differences innet
present value compared to the optimal scenario. The goal is to identify a level of investment that is
achievable for BPA and its generating panersh ZAE OO x E O Hnfnagertiedt!géa® and 1 OO
captures as much of the value of the optimal scenario as possiblehis analysis sets the strategic
direction and general timing for when and where capital investments should be made based on asset
condition, criticality and risk. BPA and its generating partners use this information to collaboratively
develop the Federal Columbia River Power System (FCRPS) System Asset Plan. The System Asset Plan
builds on the analysis produced for the SAMP by identifyingpecific investments to address the
replacement needs identified in the SAMP as well as incorporating input directly for Corps,
Reclamation and their respective facilities. Priorities are reassessed on an annual basis when BPA
and its generating partners @timize the System Asset Plan based on the costs and benefits of each
investment.

The Transmission program continues to leverage thttal economiccost (TEC) models and novthe
criticality, health andrisk (CHR) methodology to develop its capital investna forecasts. The TEC
modelsare developed athe program level and inform program funding, while the CHR methodology
provides an assessment foeach assethat can then be rolled up to a program levalising analytical
methods to consider both the reliablity and health to minimize longterm risks. The results of these
analyses show a need to accelerate the rate of asset replacements in the near term, focusing on the
programs that have the highestrisk scores for system performance issuesTo be able toachieve the
increased capital spending forecastsransmission has chosen to outsourceertain work to expand

its execution capabilities. By having the additional resources for executionfransmission expectsto
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increase execution capacity to meet the deamd in capital spending focusing on the highestrisk
assets orthe transmission system.

Managing an industryleading asset management program supports the goals of tisgrategic plan

AT A "01! 80 I EOOE ioperafesinEa’cdpiiaErteAsya® industryOnith aging assets that

need to be replaced and modernized so that BPAomtinues providing reliable service and

opportunities to access new markets Investing in the right assets at the right time while using asset
management processes within the ISOlbnitnt AT A #(2 AOAI AxT OEO AOA AOE
These frameworks allow BPA to use a systematic and repeatable approach to asset investment that

ensures BPA and its partners can meet Power and Transmission customer needs efficiently and
responsivelyx EET A | AET OAET ET ¢ Al i PAOEOEOA POl AOGAGO AT A G
term financial health.

2.2.2 Asset Overview

Operating in acapital-intensive industry involves managing the lifecycle costs of a wide array of
AOOADOO AT Ah E bing'those dssets AclossA tvidesphehdigeographic area. Physical assets
? such as hydroelectric dams, transmission lines, substations, information systems and investment
in fish and wildlife mitigation 2 enable BPA and its partners to deliver on its missioand vision.
Below are brief descriptions of the assets funded and managed by BPA.

Federal hydro assets are comprised of 31federal hydroelectric plants with over 200 generating
units. Installed generating capacity is over 22,000 MW; over the last five e an annual average of
74 million megawatt-hours of electricity has been generated, which can provide power to 6.75
million households. Twenty-one of the plants are owned and operated by the.S. ArmyCorps of
Engineersand 10 bythe Bureau ofReclamatim.

Transmission assets include over 15,000 circuit miles of highvoltage transmission lines,
approximately 300 substations, nearly 400 dedicated communications sites, and over 195,000 acres
of transmission line corridor rights-of-way. Transmission assetslao include hardware and software
applications for grid operations. Transmission assets are owned or leased by BPA.

Facilities assets include 2.8 million square feet of system control centers, substation control houses,
communications buildings, administrdive offices, maintenance shops, warehouses and other non
electric plant. BPA owns and operates over 1,000 buildings at 450 sites in five states and manages
885,000 square feet of commercially leased administrative building assets.

Security assetsprotectp p¢ AZAAEI EOEAO AT A Al i Pl AgAOG AAOTI OO " 0!
assets include servers, software, network infrastructure, thermal detection devices, access control

devices, sensors and cameras. Physical security assets include signage, fergass, pedestrian
ingress/egress points, ballistic window protection, and lock/key programs. These achieve regulatory
compliance, grid reliability, and security effectiveness through intrusion protection, monitoring and

access control.
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IT assetsinclude desktops, laptops, printers, mobile devices such as smart phones and tablets, and
other office automation hardware and software; servers, operating systems, electronic storage
systems, and other data center hardware and software; telephone systems and handsend data,
voice and video network systems; and applications for a range of business purposes. These assets are
owned by, leased, subscribed, or licensed to BPA.

Fish and Wildlife assets include habitat protection for tributary passage, fish hatcheries and
conservation land acquisitions. The assets also include fish and wildlife improvements at federal
dams and fish hatcheries. The assets are owned and operated by federal and state agencies,
conservation organizations, tribes and private property ownes.

Fleet assetsconsist of 1,400 owned assets, 865 leased assets, 150 stationary generators and 700
transmission system maintenance, general construction equipménand material handling

ANGEDI ATODRAAO EG6 &1 OOAA AO pu 1 TAAQETT O OEOI OCET OO0
Columbia Generating Station, anon-federal 1,207 MW nuclear generation plant is owned, operated

and managed by Energy NorthwestBPA pays all cas incurred by the plant and receives 10& of

its output. POT BT OAA / Q- AT A AAPEOAI DHOI EAAO Ai 0O0O6- AOA AA
Range Plan (LRP).The LRP is established through a rigorous Energy Northwest process that looks at
challengesd A AT 1 OOOAET OO OEAO TAAA O AA 1 OAOATIT A O 1A
operation as a part of a robust asset management progranBPA and Energy Northwest work
collaboratively to systematically monitor and update the LRP annuallyr support of " 0 ! fidaDcial and

strategic goals.

2.2.3 Strategic Challenges

"0! 8 O Istae@dpian, &ind financial plan provide the objectives and the parameters within
which the asset management programfunctions. With our aging infrastructure, the asset
manageanent program must balance objectives and constraints to maximize the loftgrm
operational and economic value of power and transmission system assets. This is accomplished by
maintaining and investing in the system so that:

9 Existing assets operate efficietly and effectively and provide the capacity and capabilities
needed to meet reliability, availability, environmental, health and safety, security and other
standards.

1 New investments are riskinformed and consider the entire asset portfolio. Analysis shdd
include the total life-cycle cost of that investment with current information on the criticality,
health and risk (CHR) of the proposed investment in context of the whole asset category
portfolio.
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All this must be accomplished while navigating a numdr of strategic challenges described below.
Managing the risks of aging infrastructure

In order to manage therisk of aging infrastructure, BPA has adopted a standardized, systematic asset
management program which focuses on criticality, health, and riskf its assets, as opposed to asset
age.

Our strategic challenge is to develop and implement the programs and processes needed with
competing priorities, limited budgets and human resource limitations.BPA is making progress on
this every year, assisting BR to:

Understand our risk portfolio by asset category

Enhance our ability to make riskinformed decisions for prioritizing capital projects.
Change our maintenance practices to focus on assets based on criticality and risk
Optimize asset value and managassetife-cyclecosts

Provide thefoundation to strategically plan for the future.

=A =4 =4 =4 =4

Managing technological change

The strategic planAAOAOEAAO OEA 1T AAAOOGEOU 1T &£ AT OOOET C " 0! 8¢
markets and advanced technologies. For sartlasses of equipment, such as telecommunications and

control systems equipment, technological obsolescence remains a major risk in meeting operational

demands, maintaining longterm system reliability and managing costs. Technological advances are
instrumental to the success of many industrwide initiatives occurring in the Pacific Northwest and

throughout the West, such asintegrating variable energy resources, enhancing the reliability and

efficiency of system operations, deploying demand response praams and enabling energy storage

devices. Nearly every facet of technological change in the generation and transmission of power now

includes some formof information technology. These capabilities must be considered in the overall

IT enterprise architecture with a specific emphasis on availability, reliability and cyber security.

Managing environmental factors

Understanding of climate science, seismic behavior and risks to the bulk electric system continue to
evolve, particularly in the Pacific Northwest ér extreme weather events and a Cascadia Subduction
Zone earthquake. BPA must invest to strengthen, replace or enhance transmissifaderal hydrq
and supporting facilitiesGinfrastructure to provide resilience and safety when extreme events occur.
Inherent in the ability to be resilient through these types of events ido ensure the continued
operation of the IT infrastructure that underlies all power generation and transmission activities.

Managing increasing demands on the power and transmission system

In recent years, demand on the transmission and power system to integrate renewable resources
and data centers has been significant and has led to new transmission and federal hydro system
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infrastructure to provide the balancing reserves for renewable eergy while maintaining operations
for fish passage. In the future, BPA will likely need to rely on existing capacity and flexibility to meet
demands.

Meet evolving compliance requirements

The Energy Policy Act of 2005 subjects BPA and all utilities to ade range of North American Electric

Reliability Corporation reliability standards enforced by the Western Electricity Coordinating

Council The challenge that BPA and similar entities face is the amount and rate of nga in reliability

OOAT AAOAO OET AA OEAEO ETAADPOEITT8 !' 1 AOGCAO OEAOA |
driven by reliability and other regulatory requirements.

Growth in security and continuity of operations requirements to protect critical nfrastructure has

AAAT OADPEA8 "0! 60 EI & Oi AGETT OAAETTITGCU OUOOAI O
mandated laws and regulations.

Implement Endangered Species Actand National Environmental Policy Act requirements

The U.S. Army Corps of Engters, Bureau of Reclamation an®PA as celead agencies, have
prepared the Columbia River System Operations nzironmental Impact Satement (EIS in
accordance with the National Environmental Policy Act (NEPA). NEPA requires federal agencies to
review and disclose the environmental effects of taking an action. The action referred to in this EIS is
not one specific act, but is rather a multfaceted approach to system operations, maintenance, and
configuration of the 14 Federal dam and reservoir projects inldaho, Montana, Oregon and
Washington, called the Columbia River System (CR8Je preparedthis documentin response to the
need to review and update management of the CRS, including evaluating impacts to resources in the
context of new information and ctanged conditions in the Columbia River basin. Information and
insights from this process has enabled the development of a comprehensive approach to
management of the CRS that meets multiple statutory authorities and complies with all applicable
laws and regulations.

The CRS Biological Opinions are the analyses and findings resulting from the consultations under the

%l AAT CAOAA 3PAAEAO 'AO jw3!q xEOQOE ./1180 . AOQEITAI
Fish and Wildlife Service (USFWS) on the prefard alternative identified in the CRSO EIS for the

operation and maintenance of the CRS. NMFS consults primarily on impacts to HS#ed salmon and

steelhead, while USFWS consults on E8gted bull trout and Kootenai River white sturgeon. NMFS

and USFWSa expected to issue final biological opinions in the summer of 2020. The timing of the
consultation with USFWS was aligned with the consultation with NMFS since the proposed action is

identical. Any impacts from the EIS or biological opinions may warranthe need for an IPR2 as no

impacts have been factored in at this time.

BR22 Initial IPR
Section 2 Spending Level Development
Pagell


http://www.wecc.biz/
http://www.wecc.biz/

Navigating COVID19 pandemic impacts

Possiblelong-term impacts of the COVID19 pandemic will remain uncertain for some time. While
the impact on our capital construction and speding should be minimal by BP22, longer term
impacts such as a structural shift in power usage may need to be considered asEPapproaches.

2.2.4 Proposed Capital Spending

4EA AAPEOAI 1 AOGAIT O ET OEA OAAIT A AATTx A@ A OAC
AROAT T PI AT O A1 O AAAE AOOAO AAOAcCi ouh AT A AA1I AT AA
financial plan objectives. The spending levels will allow BPA to continue to operate a reliable system

while mitigating many of the strategic challenges. €&uailed information on capital spending forFY

2022 and 2023 are described in theelevant program sectiors of this document.

Updates to two significant emerging projects are included in the IPR capital spending plan: the
estimate for the replacement of he Dittmer Control Center(with the proposed Vancouver Control
Center projectsection 4.1.1) and the capital needs for the grid modernizatiorfrefer to section 5.2).

Table2 Capital Spending by Asset Category

($thousands) Actuals Rate Case Proposed IPR
Asset Category Direct Spending 2018 2019 2020 2021 2022 2023
Transmission Direct 231,277 224,169 297,068 304,530 312,000 327,000
Federal Hydro 186,639 186,505 238,000 256,000 264,120 281,260
Columbia Generating Station 109,250 99,455 75,729 93,206 115,377 113,780
Facilities 9,690 19,148 29,646 23,254 74,200 88,200
Fish & Wildlife 30,669 22,313 47,266 47,266 43,000 43,000
Information Technology 14,135 9,748 20,910 20,906 19,928 19,828
Fleet 7,026 5,844 4,825 5,325 10,000 12,000
Security 7,171 6,919 7,000 7,000 8,000 8,200
Environment 6,785 6,165 5,557 5,557 5,580 5,590
Direct Total 602,644 580,266 726,001 763,044 852,205 898,858
Transmission Indirects 50,907 51,046 54,747 55,569 53,390 54,072
Corporate Indirects 49,851 46,888 46,873 47,041 46,765 47,052
PFIA 32,907 57,201 65,457 50,061 45,000 50,000
AFUDC 27,958 27,361 29,185 30,198 35,317 37,811
Grand Total 764,266 762,762 922,263 945,912 1,032,676 | 1,087,793
BR22Initial IPR

Section 2 Spending Level Development
Pagel2



Table3 Capital Spending by Asset Categoryy@ear Summary

($thousands) Capital Outyears

g;sef]td%ztegory RiEet 2024 2025 2026 2027 2028 2029 2030 2031
Transmission Direct 385,000 | 534,600 | 498000 | 392,000 | 314000 314000| 321,067 | 328,130
Federal Hydro 300,000 | 306,850 | 313647 | 320466 | 327538 | 334875 | 342435 | 350,202
g‘:;‘:ig‘:ia Generating 96,525 | 121,814 86,922 01282 | 101,718 | 114,609 114,232 | 133,493
Facilities 78,300 4,300 22,500 23,000 25,700 25,600 27,800 21,100
Fish & Wildlife 30,000 25,000 15,000 15,000 15,000 15,000 15,000 15,000
T 19,028 18,428 16,728 20,474 20,938 21,417 21,899 22,381
Fleet 14,000 14,200 14,200 14,400 14,400 14,200 14,200 14,200
Security 8,500 8,700 9,000 7,000 8,200 9,200 9,400 8,600
Environment 5,600 5,610 5,620 5,630 5,640 5,650 5,660 5,670
Direct Total 936,953 | 1,039,502 | 981,617 | 889,252 | 833134 | 8545551 | 871,693 | 898,866
Transmission Indirects 54,755 55,437 56,119 56,801 57,484 58,166 58,848 59,531
Corporate Indirects 48,187 49,316 50,428 51,572 52,737 53,861 54,958 56,039
PFIA 40,000 30,000 30,000 30,000 30,000 30,000 30,675 31,350
AFUDC 41,187 46,283 52,372 56,932 58,405 58,390 57,919 56,893
Grand Total 1,121,082 | 1,220,538 | 1,170,536 | 1,084,557 | 1,031,760 | 1,054,968 | 1,074,003 | 1,102,679
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3 Power Services

Power Services is responsible for marketing federal power and in particutdirm power sold under
thelongOAOI 2ACEIT AT S$EAITCOA PI xAO OAI AO Ai 1 OOAAOOS
nonfederal power, fish and wildlife mitigation and energy efficiencyBPA is the designatednarketer
of power produced bythe FCRB. In addition, BPA has acquirednd includes power produced by
several nonfederal resources, includingthe Columbia Generating Station nuclear plangnd small
hydro projects and wind projects. In combination with the FCRPS this portfolio of resourcissknown

as the Federal Base System.

Power Services is focused on improving its cost
competitiveness while maintaining the reliability and

flexibility of its carbon-free generating resources,
modernizing its operations and delivering other

regional benefts. The unfolding economic impacts of
theCOVIDp w DAT AAT EA EOOOEAO
actively manage the cost of its wholesale products to
support our customers and the communities they
serve.

In line with these considerations, PowefServicesis proposing tomaintain its capital program at $300

million annually to continue essential investments in longterm generation reliability and increased

capacity and is proposing tohold its BR-22 IPRexpensespending levels flat, continuing the trend

begun in FY 2018. Power must overcome cost pressuresind manage risks for each of its major
program areas,which are highlighted below.

Bureau of Reclamation and Corps of Engineers O&M Both the Corps andthe Bureau are
demonstrating their commitment to cost managment while continuing to provide safe, reliable
operations by recalibrating programs to operate at BR20 spending levels. Holding budgets flat
requires absorbing roughly $25 million in inflation annually. Doing so is likely to require
reprioritization or deferral of planned and nonroutine maintenance, which could increaseforced
outage factors at key generating facilities.

Columbia Generating Station O&M Operation and maintenance expenses for Columbia Generating
Station are also proposed to remain rel@vely flat compared tothe BP-20 Rate Case. Operating within
these constraints is made possible by accelerating $72 million in capital projects along with
continued cost optimization efforts, reductions in staff through attrition and deferral of select
expense projects.
BR22 Initial IPR
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